ST 99-0131-G L 04/23/1999 EXEMPT ORGANI ZATI ONS

Organi zations that make application to the Departnent and are determined to
be exclusively religious, educational, or charitable receive a tax exenption
identification nunber (“E" nunmber). See 86 Ill. Adm Code 130.2005. (This

isadl).

April 23, 1999

Dear M. XXXXX:

This letter is in response to your l|letter dated March 5, 1999.

The nature

of your letter and the information you have provided require that we respond wth
a General Information Letter, which is designed to provide general information,
is not a statenent of Department policy and is not binding on the Departnent.

See 86 IIl. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and nmade inquiry as follows:

Qur conpany sells early childhood educational products to retailers

and consuners in your state. W are in the process of auditing our
state sales tax files. To confirmthat we are collecting sales tax in
accordance with the laws of your state, | request your assistance with

the follow ng itens.

1) Pl ease indicate, in witing, the taxability of sales to each of

the followi ng types of organizations:
Headstart Prograns, Del egates & G antees
Charitable, Religious & Not For Profit Organizations
Federal, State, Local CGovernments and their agencies
Public Schools & Universities
Private Schools & Universities
Hospitals, Mental Health & Physical Therapy Organizations
M grant Day Care Facilities for Children

Bureau of Indian Affairs Day Care Facilities for Children

Retailers (this category is listed for question 2 & 3 bel ow)

It would be helpful to categorize these organizations as:

a)

al ways taxable, b) exenpt if the purchaser provides the specified
docunentation/certification, or <c¢) exenpt by statute and no

exenpt certification is required fromthe purchaser.
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2) Ref erence the paragraph of the applicable statute, adm nistrative
code or publication. |If this reference is not available on your
website, please mail a copy to ne at the address bel ow

3) Include a sanmple copy of all certification docunentation, if any,
which we should accept form exenpt organizations and retailers
whi ch purchase product from us. (Sample DOR letter with E#,
Certificate of Resale, etc.)

Please call nme if | can help clarify any of the above. Thank you for your
assi st ance.

Organi zations that make application to the Departnent and are determined to
be exclusively religious, educational, or charitable receive a tax exenption
identification nunmber (“E’ nunber). Organi zations that have secured tax
exenption identification nunbers fromthe Departnent are exenpt from Use Tax when
purchasi ng tangi ble personal property for use in furtherance of organizational
purposes, and retailers do not incur Retailers’ Cccupation Tax on such sales.
See 86 IIl. Adm Code 130.2005 and 130. 2007, encl osed. It is inportant to note
that only sal es of tangible personal property invoiced to the organization itself
are exenpt, and sales to individual nenbers of the organization are taxable.

Organi zations that have E nunbers may also engage in a limted amount of
retail selling without incurring Retailers’ Occupation Tax liability. These
[imted anmounts of selling are described in Section 130.2005(a)(2-4). An exenpt
organi zation may engage in sales to nenbers, nonconpetitive sales, and certain
occasional dinners and simlar activities (two fundraisers a year) wthout
incurring Retailers’ Occupation Tax liability. However, if organizations
possessi ng exenpti on nunbers engage in ongoing selling activities (such as little
| eague concession stands or sales of items in a thrift shop run by a church),
they nmust also register with the Departnent as retailers, file returns, and remt
tax. Such organizations nust provide their suppliers with Certificates of Resale
when meking purchases for resale. See the enclosed copy of 86 Ill. Adm Code
130. 1405, which describes the requirenents for Certificates of Resale.

Sales made to governnmental bodies (federal, State, local, or foreign) are
not subject to Retailers’ Occupation Tax. See the enclosed copy of 86 Ill. Adm
Code 130.2080. In order to nmake a tax-exenpt purchase, governmental bodies nust
generally have an active E nunber issued by the Departnment. However, retailers
may accept U S. Covernnent Bank Cards in sales to the U S Governnment and its
agencies without requiring an Illinois exenption nunber.

In addition, certain State licensed day care centers operated by not-for-
profit organi zati ons have been issued exenption nunbers by the Departnent under
Section 2h of the Retailers’ Cccupation Tax Act, 35 ILCS 120/2h, in which they
can qualify as exclusively educational. Ther ef ore, certain day care
organi zations can submt evidence of an E nunber to nmake certain tax-free
pur chases of tangi bl e personal property.
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When retailers buy tangible personal property from vendors that they wll
resell to purchasers, they may purchase such itens tax-free by providing their
vendors wth properly executed Certificates of Resale. See Section 130.1405. A
sale shall be nade tax-free on the ground of being a sale for resale if the
purchaser has an active registration nunber or resale nunber from the Departnent
and furnishes that nunber to the seller in connection with certifying to the
seller that any sale to such purchaser is nontaxabl e because of being a sale for
resale. Failure to present an active registration nunber or resale nunber and a
certification to the seller that a sale is for resale creates a presunption that
a sale is not for resale. This presunption may be rebutted by other evidence
that all of the seller’'s sales are sales for resale or that a particular sale is

a sale for resale.

I hope this information is helpful. The Department of Revenue maintains a
Wb site, which can be accessed at ww. revenue.state.il . us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's

Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

G na Roccaforte
Associ at e Counsel

GR: nsk
Enc.



